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PREFACE 



To some of us in the Navy who had been concerned more with 
doing our own little job and less with overall Naval policy, the 
present performance type of budget appeared on the scene relatively 
unheralded. 

Because of the expectations for a better Navy resulting 
from this planning-budgeting-management tool, I have chosen to do 
this paper to knit together in a fashion indicated by the title, 
some information concerning the performance type budget. 

Informative writings on the performance type budget are 
still not plentiful. Various writings place the ’‘credit" for our 
having such a budget in divers quarters. Members of the naval 
establishment may take pride in the fact that the United States 
Navy may well be the leading organization in terms of having 
fathered the performance type budget. These general statements 
will be treated at greater length later, herein. 

It is generally known that the Commission on Organization 
of the Executive Branch of the Government, now known as the first 
Hoover Commission, was established by unanimous vote of the 
Congress on July 7, 194-7 by Public Law 162 of the 80th Congress. 

The great breadth of the field to be examined was such, that any 
less ably organized group might have easily failed. Mr. Hoover, 

ii 



mm «» »» ^ 

* 

. 

n * mv.rnm 








however, wisely made use of various so-called task- forces to ex- 
plore the numerous fields to be examined. The written reports of 
the many task forces generally constituted the basis for reports 
of the Hoover Commission. When it came to the Commission Report 
on Budgeting and Acco unting, 1 however, Mr. Hoover himself person- 
ally undertook its preparation because of his strong belief in its 
extreme importance. ^ it was also Mr. Hoover who personally chose 
the expression "performance budgeting." He made the choice of this 
term to signify the end product in financial planning because it 
implies a systematic approach to the selection and depiction of 
government work through programs. For this reason it is often re- 
ferred to, and rightly so, as a program budget. 3 These expressions 
are synonomous with functional and activity budgets. 4 In my study 
of the works listed in the bibliography, I found the performance 
budget referred to interchangeably as program budget, activity 
| budget or functional budget. I shall use Mr. Hoover's term herein, 
but the other expressions encountered as above all refer to the 
same instrument. 



^■The Commission on Organization of the Executive Branch 
of the Government, Budgeting and Accounting , (Washington: 
Government Printing Office, February 13, 1949). 

2 Robert L. L. McCormick, The Future of Pro gram Budge ting , 
A progress report by Robert L. L. McCormick, Research Director of 
the Citizens Committee for the Hoover Report (Washington: Unpub- 
lished mimeographed release to press found in Bureau of Budget 
Library, May 29, 1950), p.2. 



^Arthur E. Buck, "Performance Budgeting for the Federal 
Government," Tax Review . X(July, 1949)? 34. 



^Walter G. Held, "Performance Budgeting in Municipalities 
GRA Reporter . Ill (May- June, 1951) » 2. 
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CHAPTER I 

INTRODUCTION - ADUMBRATIONS OF THE PERFORMANCE TYPE BUDGET 

The Hoover Commission stated as follows, "We recommend that 
the whole budgeting concept of the Federal Government should be 
refashioned by the adoption of a budget based upon functions, 
activities, and projects; this we designate as a “performance bud- 
get.”^ In the discussion which followed, it was stated, "The idea 
of a performance budget is not new. It has been adopted in the 
modernization of budgets by some States and several municipalities.' 
To most persons it would surely appear that a performance budget is 
new - there is certainly a dearth of written material on the sub- 
ject. It is hoped that this paper will serve to set down in one 
place something drawn from the limited material now in print con- 
cerning the performance budget. 

The first "modern" recorded mention of the performance 
budget appeared in the actual Task Force Report on "Fiscal, Bud- 
geting and Accounting Activities." This is the report of the Task 
Force group to the whole Hoover Commission and is sometimes supplied 
as Appendix F to the actual Commission Report ? The earliest 



•*6 



•''The Commission on Organization of the Executive Branch 
of the Government, op. cit., p.8. 

"Ibid., p.9. 

7 Ibid. 
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"modern" recommendation for a Federal Performance Budget appears irt 
this Task Force Report in Part Three in the "Report on Federal 
Budgeting" prepared by A. E. Buck for the Institute of Public Ad- 
ministration of New York (under contract to the Hoover Commission). 
Please note also the recommendation which precedes the actual 
Performance Budget recommendation: 

2. The Budget should be submitted to Congress on April 1st 
or thereabouts, the detailed expenditure estimates having al- 
ready been sent to the appropriations committees. By adopting 
a program or performance budget , this date is entirely feasible 
without hampering in the least the work of the committees on 
appropriations . 

3. A program or performance budget should be substituted 
for the present budget, thus presenting in a document of much 
briefer compass the Governments* expenditure requirements in 
terms of services, activities, and work projects rather than 

in terms of the things bought. Such a budget would not detract 
from congressional responsibility andoShould greatly improve 
and expedite committee consideration. 

I 

(Underscoring in paragraph 2. above is mine to indicate first 
mention of subject) . 

The tenor of recommendation number 2. above, together with 
a study of the rest of Mr. Buck's section on Federal Budgeting 
shows that a prime consideration in his recommending the perfor- 
mance budget, was to enable presentation to Congress of a manage- 
able, intelligible document, at a time close to the beginning of 
the fiscal year which the document concerns, (i.e. present the 



^Task Force Report on, Fiscal Budgeting and Accounting 
Activities , prepared for the Commission on Organization of the 
Executive Branch of the Government (Sometimes supplied as 
Appendix F to Number 5 above), (Washington: Government Printing 
Office, January 15? 194-9)? p.43. 
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i expenditure estimates to Congress on about April 1st, instead of 
in early January. ^ He was equally motivated toward recommending 
the " {performance budget] document of much briefer form. . . , 
submitted later in the year, as a means of avoiding the situation 
we have in those years when a new President takes office. In 
those cases the "old 1 ' President submits the budget estimates in 
January for the fiscal year which his successor will "inherit". 

(It is recognized of course that the successor is able to modify 
in some degree). 7/e shall examine in a rough wajr, later, herein, 
how adoption of the performance budget by one department has 
affected its briefness in the budget document. 

On the subject of the "....idea of a performance budget 
1 1 

is not new....", Dr. Rowland Egger, then Director of the Bureau 
of Public Administration of the University of Virginia and an 
j assistant to the Task Force on Fiscal, Budgeting and Accounting of 
the Hoover Commission, had this to say: 

It is to be noted that the Commissions shiny new word 
"performance" budget represents a return to, rather than a 
departure from, congressional thinking underlying the Budget 
and Accounting Act of 1921. As Representative Good remarked 
in the case of the house debate on the measure, "we do not 
appropriate dollars for the purpose of making appropriations; 
we appropriate dollars to carry out work planned for the 
government . {Dr. Egger' s scoring) . The plain fact seems to be 
that in the struggle to 'feet back to normalcy" in the early 
years of the 1920's, the Bureau of the Budget and the Congress 
never found time to shift their approach to budgeting, away 
from the "appropriation pivot" around which it had revolved 



^ Ibid., pp. 35-84. 
^Ibid., p. 43. 
i:L Ibid. 
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for many decades prior to 1921, to a "government work program" 
basis, v/hich was implicit in the Act from the very beginning. 
Thirty years later we discover a new basic principle on which 
the original act was built, a principle which was itself 
plagiarized from Frederick Cleveland's work for Mr. tWAHA& m 
HowardX Taf t ' s Commission on Economy and Efficiency a decade 
before . 12 

All due respect to Dr. Egger's testimony, even today we 
just don't see or hear a great deal about a performance budget. 
Getting down to concrete cases, it does appear that in preparing 
the expenditure estimates for the Borrough of Richmond, New York 
City (this is actually Staten Island) for 1913-1915} "cost data" 
budgeting was used in the public works segment of the document. 
The idea was sound, but resulting legislation included so many 
administrative details that the attempted shift foundered. 



1 P 

U. S. Congress, Senate, Committee on Expenditures in the 
Executive Departments, To improve Budgeting. Accounting and 
Auditing Methods of the Federal Government . Hearings before the 
Committee on g" ,, ' , 2o'^4 nr a , nd , ’Xnendments, Feb. 27} 28, March 2, 3, 6, 
and 7} 1950, 8lst Congress, 2nd Session, (Washington: Government 
Printing Office), pp. 141-142. 

^Contra Costa County Taxpayer's Association, An approach 
to the Technique of performance budgeting . Research Bulletin 
Number ™10 , ('Martinez:' California 1952) , p . 2 . 



CHAPTER II 



THE PERFORMANCE BUDGET MOVEMENT GROWS 



Although performance budgeting was probably on the way 
anyway as we shall see later herein, the largest group of people 
learned about the performance budget through the medium of the 
publicity given the many fine recommendations of the Hoover 
Commission, by the Citizen’s Committee for the Hoover Report. 

j 

Shortly after the Hoover Reports, some scattered writings touched 

on the performance budget. Some of these writings stated that 

certain local governmental entities were on the performance budget 

One such paper listed the following municipalities as having 

successfully prepared performance budgets in 1950: 

Oxnard, California, pop. 18,979 
Richmond, Virginia, pop. 193?043 
Kansas City, Missouri, pop. 399 >172' 

The following were also listed as having developed, in varying 

degrees, aspects of performance budgets in 1950: 

San Diego, California, County, pop. 627,010 
Los Angeles, California, County, pop. 4,466,000 X7 

A study of the actual budget for Oxnard, California for 1952- *53 

i shows that the major reason that it is referred to above as a 

mur 7i • i - - i ii i -■ -in-T- -MX' -'..TTifpmi i - T --- -nim- t r nrrarr - • vji un . .un - r i -frUf " i " u ~ — - 

14 Ibid . , p.3. 

1 ^Ibid. 
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performance budget is because of the inclusion of this sentence, 

"Accompanying each of these Estimates of expenditures by object 

classification]] is a description of the functional work program 

that is to be accomplished by each department." The sole 

functions actually priced in the entire budget were: street 

maintenance, street curbings, refuse collection, street lighting 

17 

and weed control. All other departments merely listed expendi- 
tures estimates by object classifications, thus falling far short 
of what a performance budget has come to mean to me. 

In the wake of the Hoover Report, more interest was shovm 
in performance budgeting than ever before. In 1950, the state of 
Oklahoma issued instructions for preparation and presentation of 
a performance budget.^ 

An Oregon "Little Hoover" committee issued a first report 
which saw fruition in a 1951 Oregon Law which directed a study and 
review of state budgeting practices. The resulting study did not 
go "overboard" in advocating a performance type budget but instead 
very carefully considered the matter and "...recommended for 
Oregon a ...[performance budge-0 .. .for a "whole" viewpoint rather 
than (a budget emphasizing detail and means. ^ Again in Oklahoma, 

■^City of Oxnard, California, 19 52- *3 Budget , Prepared by 
the Office of the City Manager, Presented to the City Council, 
April 15, 1952, p.3. 

17 Ibid., p.49. 

•^State of Oklahoma, Division of the Budget, Preparation 
of the Budget , (Oklahoma City, Oklahoma: 1950), pp. 1-20. 

■^State of Oregon, Division of the Budget, The Performance 



an article appeared in early 1950 which outlined budget advances 

in the three years since that state enacted its first budget 

law in 1947. The article described machine tabulation as it was 

then used to keep record of figures that had not been available 

before that time. The next forward step described were plans to 

pcs 

go on to a performance budget. In 1952, it was reported that 
the City of Los Angeles, California had installed the performance 
type budget in all departments except Airport, Harbor, Water and 
Power departments. - 1 - At that time Los Angeles had progressed 
enough to assert that the performance budget reporting system 
which they viewed as a logical follow-up of their performance 
budget, was making possible: 

(1) Provision of timely data to aid in making any 
necessary adjustments in personnel assignments necessitated 
by {changing] work loads. 

(2) Provision of information for reviewing the execution 
of departmental programs. 

(3) Provision of factual work measurement data. 

(4) Provision of basis for determining "before and after" 
effects of procedural and organizational changes fop^promotion 
of maximum effectiveness in personnel organization. ^ 

Budget (Budgetary Improvement in Oregon State Government ) , A 
report submitted to the Governor, (Salem, Oregon:’ December 1,1952), 

pp. 1-19* 

?fs 

Steve Stahl, "The Performance Budget In Oklahoma", 

GRA Reporter . II (March - April, 1950), 1-3 • 

PI 

City of Los Angeles, California, City Administrative 
Officer, Performance Budget Reporting Procedure of the City of 
Los Angeles . (Los Angeles, California : 1952 ) , pp. 1-11. 

22 Ibid. 
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One of the very best performance budgets discovered was 
evidenced in a Quarterly Budget Report of the Village of Wayne, 
Michigan as early as 194-8. Under public works, to cite one 
specific case of the many similar examples contained in that re- 
port, the following line appears under a long tabulation of many 
other "activities": 







No. 


Units 


Man 


Hours 


Cost 


Activity 


Work 

Unit 


Budg- 

eted 


This 

Period 


Budg- 

eted 


This 

Period 


Budgeted 


This 

Period 


Asphalt 

Crack 

Filling 


Gals . 

Asphalt 4,000 


1,824 


400 


183-1/3 


1,832.26 


714. I 6 23 



As some governing entities were installing and using the 



performance budget to varying degrees as shown, citizen groups in 
24 

New York City, Milwaukee, J Utica, u and elsewhere were calling 
attention to inefficiences of the present (old) budgeting methods, 
citing rising costs of government and asking for the performance 
budget as a tool for better and more efficient government. 

Nov/, although the Hoover Commission stated "...that the 
performance budget was not new and [hadj been adopted by some 



states and municipalities...", my rather exhaustive study shows 
that the performance budget might not have been new, but it was 
surely far from being really well known. 



^Village of Wayne, Michigan, Quarterly Budget Report for 
Quarter Ending Sept. 30, 194-8, (Village of Wayne, Michigan: 

Sept. 30, 1948), p. 29. 

94 

Anon. , The Searchlight . Published by Citizens Union of 
the City of New York, XLI, No. 3, (New York City: Sept., 1951), 1-3- 






2 ^Citizens Governmental Research Bureau of Milwaukee, Per- 
formance Budgeting . Bulletin Series of Citizens Governmental Re- 
search Bureau of Milwaukee, XL, No. 16, (Milwaukee, Wisconsin: 1952), l-7k 
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'Municipal Research Bureau of Utica, N. Y. , The Performance 
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Budget , Bulletin Series "Its Your City", No. 21, (Utica, New 
York: 1950), 1-3- 
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CHAPTER III 



APPEARANCE ON THE FEDERAL SCENE 

The performance budget first seems to have appeared on the 
Federal scene in 1937 in the Department of Agriculture, where a 
uniform project system was installed in some bureaus. This system 
definitely had the performance budget approach.^ 

The next appearance of the performance budgeting approach 
at the Federal level came in January, 1947? when the Department 
of the Navy, submitted its fiscal year 1947-’ 48 expenditure esti- 
mates in two formats; one was the conventional method, the alter- 

?8 

native method was on a performance basis. This action was 
taken by the Navy in response to a request made in January, 1946, 
by the Chairman of the House Sub-Committee on Naval Appropriations, 
for a revised Navy budget that would clarify management and fiscal 

responsibilities of the Navy. The purpose behind the request was 

oq 

an overhauling of the naval appropriation structure. 7 
27 

'Don S. Burrows, n A program approach to Federal Budg- 
eting", Harvard Business Review, XX7II (May, 1949), 28i. 

Chas. A. Blick, "Performance Budget for the Department 
of the Navy", Bureau of Supplies and Accounts Monthly Newsletter, 
XIV (Feb.,' 1955173^-."' 

29 

y U. S. Department of the Navy, Office of Budget and 
Reports, Concept of the Navy’s 1951 Performance Budget, (Washing- 
ton, D. c; : Feb., W?or, p. 2. 
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The conventional budget for the fiscal year 1948 had 6l appropri- 
ations whereas the alternate form had 31 appropriations. The 
difference in number of appropriations resulted from: 

(1) The 21 appropriations for salaries in Washington, D. C. 
(19 Navy, 2 Marine Corps) were combined with the major programs 
which they supported, and, 

(2) Many appropriations for training and education under 
the Bureau of Naval Personnel were combined or became parts of 
other appropriations, thereby reducing their number by nine.^^ 

It has been pointed out that the U. S. Naval Hospital, 
Bethesda, Maryland, under the conventional '48 budget, was run by 
12 appropriations from 8 bureaus of the Navy Department. However, 
under the alternate form, Bethesda Naval Hospital would have been 
run on 4 appropriations from two bureaus of the Navy Department. 
The Navy held at that time that the following advantages would 
accrue from the use of the alternate form, (performance budget): 

(1) Fiscal Management would parallel management 
responsibility. 

(2) Internal management would be less complex. 

(3) Fiscal control would be facilitated. 

(4) Budget presentation would be more effective. 

3 °Blick, op. cit., XIV, 5. 

Stat. 481-495: The Budget of the United States Gov- 
ernment for the Year Ending June 30~, 1948' ,, (Washington, D. C.Y 
Government Printing "office, 1947) , pp. 689-72 5 • 

■^Department of the Navv, Proposed Revision of the Naval 
Appropriation Act. Nay Exos 13048 . a Navy Department Publication, 
(Washington, D. C.: Dec., 1946). 
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In January, 194-7, when the alternate form of expenditure 
estimates was presented to Congress, there had been a change in 
party control and inasmuch as many members of the Appropriations 
Committee of the House were new, the Sub-Committee decided to 
consider the budget only on the basis of the old structure. ^3 

This situation gave rise to an interesting exchange two 
years later between Congressman Harry R. Sheppard of California, 

i 

and Rear Admiral Kopwood, Navy Director of the Budget. Congress- 
man Sheppard was a minority member of the sub-committee when the 
alternative form was presented in January 194-7, and at the time 
of this exchange two years later, was a majority member of the 
sub-committee. He inquired of Admiral Hopwood what the basic 
thinking was two years earlier when the alternate form of the 
Navy expenditure estimates was not considered, to which Admiral 
Hopwood replied: 

It was that with the change of administration and the 
lack of time for the committee to study and have a thorough 
understanding of such a radical change in budget structure, 
that it was decided to defer it until later. 34 

To which Congressman Sheppard made this succinct reply: 

As far as educating the committee was concerned, it would 
Chave been^ a lot more simplified to take the later case [go 
to the alternate form} , than to take a new man and put him 



33 

~^Chas. L. Kelchner, The Development of a Performance 
Budget for the Department of the Navy . "(Washington, D. C.: 

The s is -American University , 195° ) » PP • 55-59. 

34 

TJ. S. Congress, House, Committee on Appropriations, 
8lst Congress, 1st Session, Hearings on National Military 
Establishment Appropriation Mil' for 1955 . (Washington, D. C.: 
Government Printing Office, 1949), p. 974. 



